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CONFIDENTIAL SEOUL 1252 

E.O. 11652: GDS 
TAGS: EAID EFIN KS 

SUBJECT: SEOUL WATER SUPPLY PROJECT GOOI 

REF: MANILA 1833 

MANILA PASS USADB 

DEPT PASS TREASURY - FINKEL 

1. WE HAVE BEEN ADVISED THAT ON FEB 16 ROKG 
FORWARDED TO ADB THEIR DECISION TO PURCHASE THE GETZ/ 
HUNT/WHASHIN PACKAGE. THEY INCLUDED DOCUMENTATION 
SUPPORTING THEIR POSITION THAT THIS MEETS PRTRECT 

REX IREMENTS AT LOWEST TOTAL COST TO SEOUL CITY. BY 
LETTER OF FEB 12. TRANS-ASIA ADVISED SEOUL CITY 
THAT WITH GUARANTEE (SEE PARA 3 BELOW) AND ASSURANCE 
ALL REQUIRED PARTS WILL BE FURNISHED. PACKAGE WILL 
FUNCTION IN ACCORDANCE WITH IFB. CITY HAS ISSUED 
PROVISIONAL NOTICES OF AWARD, SUBJECT TO ADB APPROVAL. 
TO KEEP WITHIN EXTENDED BID VALIDITY DATES. WE UNDER- 
STAND THAT CTE HAS SENT A TECHNICAL TEAM TO MANILA TO 
CONTEST DECISION. 

2. WE HAVE NOT MADE A DETAILED ANALYSIS OF ALL BIDS IN 
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RELATION TO IFB REQUIREMENTS, HOWEVER IT HAS BEEN STATED 
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TO US BY BOTH TRANS-ASIA AND SEUL CITY THAT ALL BIDS 
DEVIATE TO SOME EXTENT FROM IFB REQUIREMENTS. BOTH 
ALSO AGREE THAT FRENCH EQUIPMENT REQUIRES MODIFICATION 
OF CIVIL WORKS NOW IN PLACE AND THAT IT ALSO ENTAILS 
CERTAIN HIGHER OPERATING COSTS. 

3. SEOUL CITY HAS OBTAINED FROM CITED THREE SUPPLIERS 

A IOINT GUARANTEE OF PERFORMANCE WHCIH PUTS THEIR OFFER 
ON SAME BASIS AS FRENCH OFFER RECOMMENDED BY TRANS-ASIA 
IN ITS FINAL REPORT. 

4. RE PARA 5 REFTEL.POSSIBILITY THAT SOME US EQUIPMENT 
IS BEING INCLUDED IN ORDER TO GET US TO APPLY PRESSURE 
FOR PREDOMINATELY JAPANESE BID NOT IN ACCORD WITH OUR 
INFORMATION THAT PACKAGE IS APPROXIMATELY 55 PERCENT 
US AND 45 PERCENT JAPANESE. 

5. WE AGREE REMAINING QUESTION NOW HINGES ON COST TO 
CITY OF CIVIL WORKS MODIFICATION AND OF DIFFERENTILA COST 
OF OPERATING AND MAINTENANCE OVER PLANT LIFETIME. 

6. WE BELIEVE ROKG SINCERE IN ACTIONS TAKEN. ASA 
RESULT OF EFFORTS OF FRENCH AMBASSADOR TO HAVE DECISION 
REVISED, PROJECT HAS BEEN REVIEWED BY ALL GOVERNMENT 
ECHELONS UP TO PRIME MINISTER AND BLUE HOUSE 
(PRESIDENT'S OFFICE). SEOUL CITY ADVISES THAT APPROVAL 
RECEIVED FROM ALL INCLUDING BLUE HOUSE. PRIME MINISTER 
AND ROKG BOARD OF AUDIT AND INSPECTION. 

7. ACCEPTING THE PREMISE THAT BOTH SEOUL CITY AND 
TRANS-ASIA ARE SINCERE IN POSITIONS TAKEN AND 
RECOGNIZING DIFFICULTY IN RESOLVING DIFFERENCES 
REGARDING MODIFICATION AND O AND M COSTS, WE BELIEVE 
THE POSITION OF THE ENDUSER, WHO HAS THE MOST AT STAKE, 
DESERVES OUR SUPPORT. 

HABIB 
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